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ECONOMIC POLICY, ORGANIZATION AND MANAGEMENT 


USSR'S ECONOMIC PROBLEMS, PROSPECTS REVIEWED 
Moscow APN DAILY REVIEW in English 19 Nov 81 pp 1-4 


[APN Commentary by Gleb Spiridonov, Political Commentator for NOVOSTI Press 
Agency: "USSR Sets Ambitious Targets for New Five-Year Plan--Supreme Soviet 
Approves Economic and Social Development Plan for 1981-1985 and Plan and 
Budget for 1982") 


[Text] 17 November, APN--The new Soviet Five-Year Plan, which has just been 
endorsed by the Supreme Soviet (parliament) of the USSR, provides further 
proof that the Soviet Union is determined to continue its policy of gearing 
economic growth to social needs. To meet the ambitious targets of the social 
program for 1981-1985 and insure a substantial rise in people's real incomes, 
improve the supply of the population with foodstuffs and industrial consumer 
goods, maintain fast rates in housing construction and further develop culture 
and health care the Soviet Union must continue [to] build upits economic 
potential and use, to a fuller extent and more rationally, its economic 
potentialities and enhance efficiency in all sectors of the economy. 


Economic targets set for the next five years serve to show that the Soviet 
economy continues to grow at a faster and more stable rate than the economies 
of most industrialized capitalist nations, The new five-year plan provides 
for a 26-percent growth in industrial production. Even faster growth rates 
have been set for industries which produce consumer goods. Gross agricultural 
output is to increase by 13 percent. These are faster rates of growth than 
those set by the Soviet Union in the previous five-year plan. Real incomes 
are expected to grow by 16.5 percent. 


Addressing the plenum of the Central Committee of the Soviet Communist Party, 
which was held on the eve of the Supreme Soviet session, Soviet leader 

Leonid Brezhnev said that the new plan would not be easy to fulfill. Problems 
arise due to the fact that for the last three years running Soviet agriculture 
has been badly hit by a drought. The damage did not fail to affect the economy 
as a whole. The rising cost of raw materials and labor squeeze compound the 
problem, Many difficulties result from the fact that the Soviet Union is 
carrying out dramatic changes in its economic policy, giving priority to 
intensive methods designed to insure maximum qualitative effect at minimum 
expense in labor and resources. These changes require the adoption of new 
methods of management and the scrapping of some traditional managerial practices. 





Soviet specialists say that the USSR is girded to make a strategic breakthrough 
to the future of socialism, Intensification and efficiency are becoming the 
major long-term objectives of the Soviet economy. Even under the new five- 
year plan the country's national income will grow 8 percent faster than 

capital investment. Further progress will increasingly depend on our ability 
to make more effective and rational use of all our reserves--labor, the basic 
assets, fuel, raw materials and farm preduce. 


It is common knowledge that all sectors of a modern economy depend on the develop- 
ment of fuel and energy production, The llth Five-Year Plan provides for a new 
substantial rise in the production of electricity and fuel, especially gas. 

In 1985 electricity production is to total 1,555,000 million kilowatt-hours; 

the production of oil and gas condensate is to be brought to 630 million tons; 

gas up to 630,000 million cu.m. (a 45 percent increase); and coal to 

775 million tons. The overall output of primary fuel and energy resources is 

to total more than 2, 300 million tons of conventional fuel. 


The country's needs in energy are growing too. The Soviet Union must also maintain 
adequate supplies of fuel to other socialist countries and the world market. 

Aware of this, the Soviet planners emphasize the need to rationalize the use of 
eneryy and continue to carry out an energy-saving policy. In the next five years 
the USSR intends to save at least 145-146 million tons of conventional fuel, 

50 percent more than it did under the previous five-year plan. 


Retooling and modernization remain the chief means of intensifying production in 
all sectors of the Soviet economy. Under the new plan the rate of modernization 
is to increase by 50 percent. This will primarily affect the engineering 
industry which is to increase its output by 40 percent. The machine-building 
industry is to supply highly productive and energy-saving machines with increased 
unit capacity, durability, reliability and quality. The Soviet Union also will 
continue to develop and produce machine systems. 


Substantial qualitative changes are to take place in metallurgy, chemical and 
oil-refining industry, consumer goods industries and other sectors. Work will 
be continued to improve the country's transportation system, 


Under the new Soviet plan this country will continue to pursue the policy of 
intensifying agricultural production. The planned increase in the output of 
agricultural crops is to be achieved through increasing crop productivity and 
in livestock production through increasing the productivity of cattle and 
poultry, The production of meat (in slaughter weight) is to be increased to 
18.2 million tons by the end of the five-year period and milk up to 102 million 
tons. Average crop productivity is to come to 18.7 centners per hectare. This 
will insure an increase of 35 million tons in average annual grain output. 


The new five-year plan differs from all the previous plans because it provides 
for a substantial increase in the putting into operation of basic assets with 
a slower growth in capital investments. In the next five years Soviet builders 











are to carry out a well-balanced program of capital construction which is 
designed to enhance the effectiveness of investments and which is better 
coordinated with the supply of materials and technology and the potentialities 
of building and assembly organizations. About a third of investments in con- 
struction will go to finance technical retooling and modernization of industrial 
plants. Money invested in such projects pays off faster. 


Deputies of the Supreme Soviet of the USSR and leading Soviet scientists and 
economists who took part in the drafting and discussion of the new plan 
expressed the confideiuce that the Soviet economy would cope with the problems 
that faced it. To do so, efforts should be further exerted to improve the 
management of the economy and raise managerial practices to the level of the 
current task of intensifying production in the economy as a whole. 


CSO: 1812/22 








PLANNING AND PLAN IMPLEMENTATION 


BELORUSSIAN GOSPLAN OFFICIAL ON PLANNING PRODUCTION EFFICIENCY 
Minsk KOMMUNIST BELORUSSII in Russian No 7, Jul 81 pp 25-30 


[Article by L. Metlitskiy, deputy chairman of Gosplan BSSR: "Improve Planning 
Production Lfficiency"] 


[Text] In the llth Five-Year Plan, planning and economic organs of the country 
began to implement in accordance with the decisions of the 26th CPSU Congress a 
large complex of measures for improving the economic mechanism and strerzthening 
its influence on raising efficiency of production and quality of work. An impor- 
tant composite part of these measures should be introducing at all levels of man- 
agement of the economy improved plan indicators which moc: fully reflect and stim 
ulate growth of production, raising of its efficiency, labor productivity, produc- 
tion quality and economies of all forms of resources. Here in turn the chief task 
is improving the system of indicators of production efficiency. Only by relying 
on a reliable unified system of such indicators, which encompass all sides and 
elements of reproduction, is it possible to solve the problems of intensification 
of production. but planning practice so far does not possess such a well-organized 
system, while the indicators being used do not fully fulfill their role as guiding 
lines in the adoption of decisions in the complex, many-sided process of develop- 
ment of public production. 


We know that production efficiency is most fully understood as the relation of re- 
sults to outlays. The bigger such a fraction, the hipher it is. This, so to say, 
is its qualitative characteristic and here economists have no differences in prin- 
ciple. The problem arises at the next stage, in the quantitative determination of 
efficiency. The idea is what value to put for the numerator and what value for the 
denominator. To answer this question is not at all simple. In this case, an ob- 
jective difficulty is presented by the great complexity of the system of public 
production and the tremendous number of results of production and outlays, which 
vary in their character. If we divide them successively one by the other, we then 
obtain an infinite number of indicators. It would be impossible to use them ration- 
ally in planning practice, first because there are very many of then and second, 
which is most important, many types of products serving as outlays for production 
as well as the results are interchangeable. By increasing the outlay of some re- 
sources per unit of production, we can economize on others. For example, by re- 
placing parts made of nonferrous metals with cheaper ons made of ferrous metals, it 
is possible to obtain as a result savings of social labor. With the introduction 
of means of mechanization, the live labor of workers is released and so on. In 
general, such a replacement can produce either a positive or a nega:ive economic 











effect. Therefore, the theory of measurement of efficiency should provide practice 
with methoas of compariny different individual indicators and determining the apggre- 
gate effect. This requires reducing a large diversity of outlays and results of 
production to a sincle index and on its basis providing an aggregation of individ- 
ual indicators in more general ones, showing the total. effect. This problem is 
solved on the basis of the category of value and the commodity-monetary mechanisn. 
In such indicators as production cost, labor productivity and output-capital ratio, 
there is reflected the use efficiency of these or those resources in a peneralized 
form. ‘ley show what concrete forms of products are produced and what ones are 
expended. All of them nave received a value (monetary) evaluation, which makes it 
possible to operate with outlays and results as homogeneous magnitudes. 


At the same time, a new question arises here. To what degree can this integration 
be carried out? Would it be possible to reduce it to a generalized single indica- 
tor of production efficiency, which could serve as the chief guiding line in the 
planning and analysis of economic activity and reference to which would allow one 

to clearly say to what degree and with what speed the economy and its individual 
elements are assuming the path of intensification. Opinions diverge in regard to 
tiis question. Some economists think that it is necessary and possible to solve 
such a problem. In the economic literature, different constructions of the integ- 
ral indicator of efficiency are proposed. Others assert that the complexity of the 
economic system would not permit this to be done, In any case, planning and anal- 
ysis practice so far has not used any sort of generally accepted integral indicator 
of production efficiency and this undoubtedly affects negatively further improvement 
of the economic mechanism. 


According to methodological instructions for working out of state plans of economic 
and social development, production efficiency must be evaluated by a large number 
of indicators. Generalizing indicators of efficiency for material production alone 
number eight. They are: growth of production output in value measurement, its 
production per ruble of outlays, comparative economy of f.xed capital, material 
outlays and wage fund, profitability, outlays per ruble of commodity production and 
others. The number of indicators recommended for the determination of economic 
efficiency is more than thirty. Undoubtedly, each one of them has its own impor- 
tance. None of them is difficult to compute with respect to this or that sector. 
but at the same time, it is impossible to make a single clear conclusion as to 

low efficiency changes. The following graphic conclusion can be used to illustrate 
the problem. Let us imagine that the captain of a ship proceeding in the open sea 
lias eieht compasses instead of one in front of him. And each of them shows a dif- 
ferent course. What should the captain do, where should he take the ship? Some- 
thing similar occurs in the use of a large number of indicators of efficiency. 


The more than thirty indicators presented in the above-mentioned methodological in- 
structions unfor unately cannot be called a system. No logical and quantitative 
connection has been established among them. No single comprehensive indicator 
exists to serve as the core of a system,one which would be used in determining the 
influence of all the other individual indicators. It is pointed out that per- 
capita growth of the national income characterizes in generalized form efficiency 
of public production. Why per capita rather than per worker? It turns out that 
with fixed equipment and technology of production, its effectiveness can be raised 
only tnrough a reduction in the birth rate. 


Kecently, a new indicator--share of production growth through higher labor produc- 
tivity--has been receiving increasingly broad dissemination. But not much effort 
is required to prove its untenability in the role of characterizer of efficiency. 
For example, we have to compare the work of two production facilities. They could 
be enterprises or associations. At one of them, production output has increased 
one percent. Labor productivity has increased by the same amount. Therefore, 100 
percent of production growth would come through higher labor productivity. At the 
other, production output hes increased 10 percent, while labor productivity has 
grown 8 percent, As a result, 80 percent of production growth stems from higher 
labor productivity and 20 percent from more workers. It is asked where the labor 
of tue workers could be best used. Om the basis of the share of production growth 
from higher labor productivity, the answer would be in the first. If we were to 
judge on the basis of the rate of labor-productivity growth, the answer would be in 
the second. but wien you look more attentively, you see that people work better at 
the second production facility. Here both old and new workers increased productiv- 
ity by 8 percent, while at the first--by only one percent. This "share of growth" 
only confuses one's comprehension of the ongoing processes and creates a false im 
pression of progress at low tempi of productivity growth. 


For an extended period of time, the question has remained unclear about capital- 
output ratio and tie relation of this indicator to labor productivity. Thus, in 
the last 10 years, labor productivity in the national economy of our republic grew 
by 75 percent, while the capital-output ratio decveased by 22 percent. Such a 
tendency in the behavior of these indicators is characteristic of some sectors. In 
industry these figures respectively are 98 and 3 percent and in construction 29 and 
44 percent. While being unable to tie in these results with the aid of a more gen- 
eral indicator, we cannot explain the state of affairs nor make correct decisions 
in the planning of capital investment and labor productivity. If the indicated 
tendency is normal, then there have to be limits to such a disparity in magnitudes. 


Today, we believe, tliat it is not enough on looking at these figures to assert that 
increased labor productivity is a positive result and lower capital-output ratio 
is a negative one. These indicators cannot stand side by side, they are not the 
same in their significance. One of them, namely labor productivity, is chief, 
while tne other is subordinate. In the final analysis, socialist society is inter- 
ested in a constant increase of produced national income per worker. This is the 
only condition and source of growth of national well-being. 


But an increase in labor productivity cannot be said to cost society nothing. It 
costs it additional outlays connected with growth of the capital-labor ratio. It 
may thus be isserted that on the average the process of growth of labor productivity 
is accompanied by higher growth rates of production capital compared to the number 
of the workers while the capital-output ratio in this connection is reduced. This 
phenomenon can be observed at almost every enterprise where there are introduced, 
for example, means of mechanization. The employment at some sector of production 
of all kinds of loaders, cranes and manipulators does not obligatorily result in 
increasing production output, although it reduces the share of manual operations 
and leads to growth of labor productivity. In this way capital plays a dual role 
in the developing production process. It provides, on the one hadn, the possibil- 
ity of increasing production volume and, on the other, the reduction of outlays of 
material and live labor on its production. Consequently the indicator of the 
capital-output ratio, connecting capital with only one of its funetions, cannot 
characterize efficiency in the use of this production resource. : 
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Uf course, it should be kept in view in this connection that an increase in labor 
productivity over a certain period cannot be justified by a reduction in the 
capital-output ratio. kconomic intensification means in particular that payment 

by society for eacn ruble of economic effect obtained in connection with growth of 
labor productivity las to be as small as possible. This depends primarily on tech- 
nical and organizational improvement of production, 


lt would be possible to provide many other comparable examples, but the conclusion 
is quite clear. Practice is in need of creation of a better balanced system of 
determining production efficiency. Such a system should present a pyramid of inter- 
related indicators on the top level of which the generalizing, integral indicator 

of efficiency is to be found. 


We believe that this problem can be correctly solved only on the basis of catepories 
and laws of socialist pelitical economy, especially with consideration being given 
to production relations anu interests operating in society. Efficiency is a rela- 
tive concept. It is indissolublv connected with different aims and interests. Only 
by correctly determinins the latter is it possible to find veridical approaches 

to the construction of an efficiency theory. 


We know that various individual, group and nationwide (statewide) exist in socialist 
society. From the positions of each one of them, the concepts of outlays and re- 
sults and therefore of efficiency as well vary in their content. Nationwide inter- 
ests undoubtedly are prevalent and dominant in public production; these find their 
expression in the operation of the socialist state. In the name and on behalf of 
society, the state performs an economic-organizational function, exercises supervi- 
siou over tne planned development of production and directs and controls the econ- 
omic activity of each production cell. As the owner of the means of production, 

the state allocates them among the different forms of activity, provides them with 
production collectives and keeps track of their efficient use. The means of produc- 
tion are those outlays which the state or society carries as a whole in relation to 
each production element of the national economy. 


On the other hand, in performing its economic-organizational function, the socialist 
state must provide for the constant improvement of production and expansion of its 
scale for the purpose of increasingly fuller satisfaction of the constantly growing 
material and cultural requirements of the people. The basis of maintenance of ex- 
panded reproduction is the surplus product created by workers, coming under the 
direct control of the state. This is a most important principle of the socialist 
metnod of production whose observance ensures reproduction not only of material and 
physical conditions of society's life but also of socialist production relations. 
Consequently, the obtaining of the planned volume of surplus product at the dis- 
posal of the state should be considered as a result created by each production unit 
in reyard to society as a whole. 


Thus, if efficiency of production is considered from the point of view of the state 
aS a managing subject, it would be expressed as 4 quotient from the division of the 
annual volume of surplus product by the average annual value of production capital. 
This is nothing else but profitability. Such an indicator is well known. It is 
calculated at all levels from the enterprise to the national economy as a whole. 
Tue difference lies only in the fact that for enterprises and sectors profit is 








used in place of surplus product. But this does not change the essence of the ques- 
tion. What we need first and foremost are the dynamics of change in efficiency. 


Profitability unites into one all basic economic categories of production, includ- 
ing volume of production output, current material outlays, wage fund and number of 
workers and production capital. No other indicator can fulfill this task while ad- 
equately reflecting the interests of the state. 


This conclusion calls for an examination of the interconnection of indicators of 
profitability and labor productivity. At first glance, the use of profitability 
for evaluatir . efficiency of management excludes control over labor productivity. 
More careful analysis shows tiiat such is not the case. Any change in the number of 
workers immediately affects the size of the wage fund compared to the base period 
and consequently profit and profitability. Within the limits of equal profitabil- 
ity, an enterprise can make any replacements of certain resources by others where 
there are no special limitations imposed on it by the state. 


On the basis of this indicator, it is possible to provide an answer to the question 
given above about the iimits of divergence of indicators of the capital-output ratio 
and labor productivity. Despite the fact that in the last ten years, the capital-. 
output ratio in the republic's industry has decreased and there hes taken place 

a relative overexpenditure of fixed production capital, it was compensated with 
profit by growth of labor productivity. As a result, profitability has grown about 
20 percent in industry. In agriculture and construction, however, such compensation 
unfortunately has not taken place. 


The stated positions make it possible to make other conclusions. Despite the extra- 
ordinary importance of state control over the use of production capital, it has not 
had any luck in the system of planning and analysis of economic activity. Outlays 
of living labor per product unit are determined by the indicator. It as we know is 
constantly growing in the national economy. Outlays of material resources are con- 
trolled by the indicator of outlays per ruble of commodity production and targets 
relating to reduction of proportionate outlays of the most important forms of mate- 
rials as well as energy. The use of production capital for a long time was not 
under the control of any plan indicator. For this reason, payment for production 
capital used at the present time does not produce the desired results. Such a sit- 
uation is one of the causes of unsatisfactory use of production potential in many 
cases. Let us say that the shift coefficient of the work of metal-cutting equipment 
has been so far no lower than the norm. Machines and mechanism in construction are 
being used far from optimally. Quite consistently, about a third of newly intro- 
duced capacities are not being utilized to the full in prescribed periods. Of 
course, the elimination of these defects requires the carrying out of a complex of 
different measures, but planning has to say its weighty word. We think that the 
development of plans for enterprises and sectors should be started and ended with 
profitability while analyzing the entire range of production factors affecting its 
size. 


In our ~iew, the character of reports on achievements and fulfillment of plans 
should likewise be chanped. Today it is not enough for a positive assessment of 
the operation of an enterprise or sector to fulfill the plan for commodity produc- 
tion, labor productivity and the majority of the most important types of products, 
Such an evaluation does not fully reflect the state of affairs. Behind the figure 











of fulfillment of the plan for commodity production and most products are to be 
found systematic violations of deliveries of products according to contracts. 

This brings in its wake dislocations in the operation of subcontracting plants, 
crash work, violation of proportions and reduced efficiency in the development of 
production. Behind the indicator of labor productivity there is often hidden un- 
satisfactory use of production capital, raw and other materials. It is necessary 
to take a new step forward in evaluation of work quality. If an enterprise fulfills 
a plan for delivery of products according to contractual commitments in the amount 
of 100 percent and easures or exceeds normative profitability of production, this 
means that clear-cut observance of the interests of bot’: the state and ali partners 
has been accorplished. 


In conclusion, it is wished to point out once more that the rise of profitability 
is an outright indicator of intensification of production. And this is just what 
the 26th party congress directed special attention to. General Secretary of the 
CPSU Central Committee Comrade L.I. Brezhnev said: “Intensification of the economy 
and a rise in its efficiency, where this formula is translated into the lanquage of 
practical work, consist first of all of the fact that the results of production 
grow faster than outlays for it and the it is possible to attain more while involv- 
ing relatively fewer resources in production. The solution of this problem must be 
subordinated to planning and scientific-technical and structural policy. Methods 
of management and policy in the field of control must work for efficiency.” 


COPYRIGHT: "“Kommunist Belorussii", 1981 
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INVESTMENT, PRICES, BUDGET AND FINANCE 


ACCELERATED ASSIMILATION OF PRODUCTION CAPACITIES 
Moscow EKONOMIKA SOVETSKOY UKRAINY in Russian No 7, Jul 81 pp 77-80 


[Article by K. Fedorenko, deputy manager of the Ukrainian office of the USSR 
Stroybank, candidate of economic sciences, and N, Denisenko, chief of the division 
for construction economics: ‘Acceleration of the Assimilation of Introduced Pro- 
duction Capacities as a Reserve for Increasing Output-Capital Ratio"] 


[Text] During the years of Soviet power our country has accumulated and immense 
economic potential. The value of fixed production capital at the present time 
exceeds 1.1 trillion rubles, including about 195 billion rubles in the Ukrainian 
SSR. During 2 years of the Tenth Five-Year Plan alone it increased by 21 percent. 
In this connection, L. I. Brezhnev pointed out: ". . . the main thing now is to 
learn to utilize really efficiently and fully the capacities of each operating 
enterprise." And further: ". . . each square meter of production area, each 
machine tool and mechanism, each hectare of land, each combine and tractor must 
be fully utilized. This means that it is necessary to expend raw material, fuel, 


metal and electric power thriftily and purposefully."* 


The Ukrainian SSR is doing a large amount cf work for further industrialization of 
production. As a result of the successful introduction into production of the 
achievements of scientific and technical progress and annual growth of the volumes 
of capital investments, the republic has considerably expanded the material and 
technical base of all branches of the economy and significantly raised the techni- 
cal level of material production. 


One of the main indicators that characterize the effectiveness of fixed production 
capital is the indicator of output-capital ratio. Many enterprises of the repub- 
lic are successfully carrying out tasks for further increasing the output of pro- 
ducts per ruble of fixed production capital. Thus at the Ivano-Frankovsk instru- 
ment construction plant during the years of the Ninth Five-Year Plan che return 
from each ruble of capital investements increased from 3 rubles 95 kopecks to 5 
rubles 20 kopecks. The growth of fixed capital of 5 million rubles at this enter- 
prise during the years of the Tenth Five-Year Plan did not lead to a reduction of 





*Brezhnev, L. I. "Ob osnovnykh voprosakh ekonomicheskoy politiki KPSS na 
sovremennom etape" (On the Main Questions of the CPSU Economic Policy in the 
Modern Stage], Moscow, Politizdat, 1975, Vol 2, pp 439, 441 
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the output-capital ratio, as is frequently the case, but the opposite -- it pro- 
vided for a further increase. This was achieved as a result of skillful organi- 
zation of work for reconstruction and technical rearmament of the enterprises, cor- 
rect solutions to problems of mechanization and automation of production processes, 
and prompt replacement of outdated equipment. Scientific organization of produc- 
tion and labor at the enterprise made it possible to increase 1.5-fold the output 
of products on the same area. 


The situation was similar at the Khar'kov Serp i Molot engine construction plant 
and the Odessa Stroygidravlika plant, whose reconstruction proceeded on an inten- 
sive basis. The main technical and economic indicators of operation and product 
quality also improved considerably at the Druzhba, Cherkassy, Berdichev and 
Odessa sugar refineries, where technical rearmament has been carried out success- 
fully. 


But this is not true of all enterprises of the republic. While during 1966-1970 
the output-capital ratio in Ukrainian industry increased by 0.7 percent, during 
the years of the Ninth Five-Year Plan it declined again. With an increase in 
fixed industrial production capital of 90 percent in 1979 as compared to 1970, 

the gross output of products increased by 68 percent. In 1979 each ruble of fixed 
industrial production capital failed to produce almost 10 kopecks' worth of pro- 
ducts as compared to 1970. 


An analysis of data of the Ukrainian SSR Central Statistical Administration shows 
that the most significant decline of the output-capital ratio during this period 
took place at enterprises of the Ukrainian SSR Ministry of the Food Industry, 
Ministry of the Meat and Dairy Industry, Ministry of Light Industry, Main Adminis- 
tration of Fisheries, Ministry of the Coal Industry aud Ministry of Ferrous Metal- 
lurgy. 


During the past 4 years there have been no significant changes in the level of the 
output-capital ratio at machine building enterprises (not including metal process- 
ing). In 1974 it increased by 2.3 percent as compared to the preceding year, and 
in 1976 it remained at the level of 1 ruble 77 kopecks. But in enterprises of 
certain machine building ministries the output-capital ratio decreased. For 
example, in the Ministry of Machine Building for Light and the Food Industry, the 
value of products produced from each ruble of fixed industrial production capital 
in 1976 was 22 kopecks less than in 1973. In the Ministry of Agricultural Machine 
Building the output-capital ratio decreased by 8.6 percent during the same period, 
in the Ministry of Construction Machine Building -- by 7.1 percent, and in the 
Ministry of Chemical Machine Building -- by 6 percent. There was also a certain 
decline of the output-capital ratio in 1977-1979. 


The Ukrainian republic office of the USSR Stroybank conducted an analysis of the 
operation of enterprises of the construction and construction materials industry, 
ferrous metallurgy, the chemical and petrochemical industry, light industry, the 
food industry and other branches. As a result it was established that shortcomings 
in the stages of planning, design and implementation of construction and utiliza- 
tion of capacities that have been put into operation significantly influenced the 
negative changes in the level of the output-capital ratio. 
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At many enterprises, capital availability is increasing more rapidly than labor 
productivity is. As data of the Ukrainian SSR Central Statistical Administration 
show, at enterprises of the food industry, for example, the capital availability 
had increased by 73 percent in 1979 as compared to 1970 while the output increased 
by only 23 percent. These figures for the construction materials industry were 
90 percent and 38 percent, and for the chemical and petrochemical industry -- 91 
and 72 percent, respectively. 


Let us consider how typical these phenomena are. The opinions of economists differ 
in this regard. Some think that this phenomenon is typical, others do not see 

this connection, and still others think that not a reduction, but an increase in 
the output-capital ratio is to be expected. In our opinion, an increase in the 
Output-capital ratio is possible, and we have all the necessary prerequisites for 
achieving it under the conditions of a planned economy. 


It is appropriate to note here that as early as 1939 V. P. Krasovskiy wrote: "The 
accelerated rate of increase of the organic composition of capital as compared to 
that under capitalism certainly does not promise the socialist society a predictable 
reduction of the mass of consumer values at its disposal because of the ever in- 
creasing capacities of the production apparatus. On the contrary, it is precisely 
on the basis of the gigantic growth of this production apparatus that the socialist 
society can count on an even greater abundance of the substantial volume of the 
results of each cycle of reproduction."* 


When evaluating the factors that influence the reduction of the output~-capital 
ratio, one must agree with M. S. Gerasimchuk, whose conclusions point to only three 
factors that reduce the output-capital ratio: protection of the environment from 
the harmful effects of industrial development, improvement of natural conditions 
for the production of raw material, and industrial assimilation of new regions of 
the country which are difficult of access.** 


The main reasons for a reduction of output-capital ratio are those which are brought 
about by: shortcomings in the planning of capital investments which the ministries 


and departments frequently use for the construction of facilities without demon- 
strating the economic need or economic expediency of them; inefficient and incom- 
plete building; the introduction of new capacities as startup complexes whose 
operation has been curtailed, capacities which are frequently not balanced with 
the material and labor resources as, for instance, at the Khartsyzsk Krivorozhstal' 
pipe plant (light section rolling mill 250-6) and so forth. Normative construc- 
tion time periods are also violated, as a result of which planning decisions be- 
come obsolete and the cost of construction increases. 


The failure to balance the plan for capital construction with material and labor 
resources and also with the capacities of construction organizations, in turn, 
teads to prolonging construction, which results in making the initial planning de- 
cisions obsolete, and they must be revised, usually causing a deterioration of 





* Krasovskiy, V. P. "A New Variant for Straightening the Curvé" PUTI INDUSTRIALI- 
ZATSII, No 19, 1930, p 33. 


** See Gerasimchuk, M.S., "Problemi znizhennya fondomistkosti i materialo-mist- 
kosti promislovogo virobnitstva" Naukova dumka, Kiev, 1974, p 150. 
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technical and economic indicators, since this is accompanied by an increase of the 
estimated costs. Poor development of planning estimate documentation also has a 
negative effect. As a rule, in the process of construction these estimates are 
revised with an increase in the estimated costs, which leads to a reduction of the 
output-capital ratio. Cases like this were found in the construction of the 
Chernovtsy glove factory, the Odessa petroleum refinery, the Lisichansk soda plant 
and others. 


The startup of production capacities with numerous incomplete aspects and the pro- 
longation of the time periods for their assimilation, disproportional price in- 
creases for equipment as compared to the growth of productivity, and a number of 
other factors also have a negative effect on the output-capital ratio. And all of 
them taken together exert a negative effect on the output-capital ratio. For 
example, in 1973 the Simferopol' leather haberdashery factory was started up with 
incomplete aspects amounting to 24.4 percent of the estimated cost. While the 
normative time period for the assimilation of the capacities expired in July, 1975, 
only 58.9 percent of them had actually been assimilated at the beginning of 1978, 
and the actual level of output-capital ratio that was reached was only 55.3 per- 
cent of that which was planned. At the time blast furnace No 1 of the Kommunarsk 
metallurgical plant was put into operation, it produced only 13 million rubles’ 
worth of work, or 19.4 percent of the estimated value of the startup complex, in- 
cluding in the sections where the mixture is fed into the machines, on various 
machines and so forth. This was one of the main reasons for the poor assimilation 
of the planned capacity and, as a result, the failure to achieve other technical 
and economic indicators. When the normative time period for assimilation had ex- 
pired, the capacity that was achieved amounted to 73.2 percent, and the output- 
capital ratio at the beginning of 1978, only 67.2 percent of the planned level. 


As we know, the volume of products that are produced and the level of the output- 
capital ratio depend directly on the technological structure of the fixed produc- 
tion capital. An increase of only 1 percent of the active part of the volume of 
fixed production capital in the republic would make it possible to obtain a total 
of more than 800 million rubles' additional output. 


For example, a 1.2-point reduction of the proportion of the active part of the 
volume of fixed capital in light industry in 1975 as compared to 1970 led to a 
reduction of the output-capital ratio of 19 kopecks. The proportion of machines 
and equipment in the structure of industrial fixed production capital of state 
contracting construction and installation organizations during 1966-1976 decreased 
by 6 points, including 4 points on working machines and equipment, which led to a 
reduction of the output-capital ratio. 





In recent years there has been a steady tendency in the the republic toward im- 
provement of the reproduction structure of capital investments. The proportion 
of new construction had decreased in 1979 as compared to 1972 and amounted to 21 
percent. At the same time there was some reduction in the proportion of capital 
investments used for the reconstruction of existing enterprises without the con- 
struction of new buildings and structures (from 11 percent in 1972 to 10 percent 
in 1979) with an overall increase in the proportion of expansion and reconstruc- 
tion of enterprises. But the proportion of capital investments for technical 
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rearmament of enterprises still remains small. Thus during 1966-1975 only 16.5 
percent of the overall volume of capital investments in the republic were used for 
replacing obsolete fixed production capital, and in 1979 this figure was 18 percent. 


As a study of the effectiveness of capital investments in the Ukrainian SSR con- 
struction materials industry showed, in 1976 the proportion of expenditures on 
equipment in the volume of capital investments decreased by 2 points as compared to 
1971 and amounted to a total of 45.5 percent in the branch as a whole, and in the 
21 reconstructed enterprises that were investigated -- 25-27 percent. In the plan- 
ning estimate documentation for the reconstruction of the Stryy glass plant, for 
example, the proportion of construction and installation work exceeds 86 percent, 


at the Klesov mining administration and the Tokmak open cut mine -- 83 percent, 
the Zhirtomir plant for insulation and roofing materials -- 80 percent, and the 
Dekon constructior materials combine -- 72.3 percent of the overall volume of capi- 


tal investments. Even with technical rearmament at individual enterprises of this 
branch, the proportion of equipment is at the level of 35-39 percent. 


The startup of fixed production capacities that were not synchronized with the 
facilities for auxiliary production and housing and civil purposes, and also the 
inadequate level of the utilization of production capacities that had been intro- 
duced and their extended assimilation also affected the reduction of the output- 
capital ratio. Violations of branch and interbranch proportions and mistakes made 
in planning and construction also have a negative effect on the economic indica- 
tors of the enterprises in the process of their operation, including on the output- 
capital ratio. 


During the years of the Ninth Five-Year Plan 248 million rubles' worth of capital 
investments were used for the construction of the Rovno Azot production associa- 
tion, as a result of which all production capacities envisioned by the plan were 
put into operation. At the same time, because of the inadequate allotment of capi- 
tal investments in the facilities for nonproduction purposes, the construction of 
these facilities is considerably behind schedule. During this period only 55.3 
percent of the dwelling space envisioned by the plan was put into operation, and 
there was only one kindergarten and one polyclinic. As a result of this, there 
was much personnel turnover at the enterprise, which brought about a critical 
shortage of skilled specialists. This, in turn, became one of the reasons for the 
low level of the utilization of introduced capacities for producing compound fer- 
tilizers, sulfuric acid and ammonia, and the capacities for producing fluoride 
salts are not being fully utilized either. 


The capacities introduced in 1974 for photogelatin production at the Shostka Svema 
production association are not being fully utilized either. The main reason for 
this situation was the poor quality of the purification of industrial wastes. The 
KAZNI Itekhfotoproyekt Institute, while applying a new method of removing fat from 
bones with water extraction, whereby the pollution of waste waters exceeds the 
normative, did not envision the construction of purification installations in the 
plan. And the city purification installations were unable to deal with this, as a 
result of which the plan for the Tenth Five-Year Plan envisioned beginning the con- 
struction of these purification installations in 1978 and completing it in 1979. 
Thus during 1974-1976 they failed to produce 11.4 million rubles' worth of photo- 
gelatin products, which, naturally, did not provide for the intended output-capital 
ratio. 
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The Yazovskiy mine, whose first section was put into operation as early as 1974, 
is not operating at full planned capacity since the technological complex for pro- 
cessing the ore at the plant was not to have been started up until 1977, and even 
this deadline was not met, as a result of which the capacities have still not 
been introduced. 


A study of the utilization of the complex of the turbo-electric welding shop of the 
Khartsyzsk pipe plant, which went into operation in 1974, showed that the technical 
and economic indicators for this complex are considerably lower than planned. In 
1976 the output-capital ratio was 94 kopecks as against 1 ruble 94 kopecks accord- 
ing to the plan. The assimilation of the planned capacity amounted to 58.2 per- 
cent. The reasons for this poor assimilation of introduced capacities are the 
Significant design shortcomings in the technological equipment, interruptions in 
the supply of rolled sheet metal of a condition required for the production of 
large-diameter pipes, and difficulties in selling individual kinds of products. 


Attention should also be drawn to the fact that the technical and economic indica- 
tors of the plans for a number of pipe enterprises are lower than those actually 
achieved by enterprises that are in operation in the branch. Thus the output~-capi- 
tal ratio at operating enterprises as a whole is 1.52 rubles, while according to 
the plans it should be 1.2 rubles. 


One of the essential reasons for the reduction of the output-capital ratio, as was 
already noted, is the fact that prices for equipment increase more rapidly than 

its productivity does. Thus at light industry enterprises prices for technological 
equipment have more than doubled during the past two five-year plans and its pro- 
ductivity has not increased. For instance, capital investments for acquiring and 
installing one automatic machine tool of the STB-175 type increased 9.2-fold as 
compared to the mechanical ones, but its productivity increased only 2.5-fold; 

for the ATPR-100 these figures were 4.1-fold and 2.5-fold, respectively, and for 
the AT-175-5 -- 3.3-fold and 1.5-fold, respectively. 


The lack of labor force for newly introduced capacities also has a negative influ- 
ence on the output-capital ratio. In the practice of the operation of individual 
enterprises new capacities are introduced with a low coefficient of shift work and, 
as a result, there are new working positions, which reduces the already low coef- 
ficient of shift work and, consequently, leads to inefficient utilization of equip- 
ment, delay in the assimilation of introduced capacities and a reduction of the 
effectiveness of capital investments. 


Among the enterprises with a low coefficient of shift work is, for example, the 
Bol'shevik production association. About 30 million rubles in capital investments 
have been spent there recently for the reproduction of the fixed production capi- 
tal, but the coefficient of shift work had decreased by 0.13 points in 1975 as 
compared to 1970, and in 1976 it was only 1.22. 


Capacities were introduced at the Krasnoperekopsk plant for reinforced concrete 
items in December 1970, October 1971 and March 1972. When the normative time 
period for their assimilation expired in 1976, the capacity had reached only 43.9 
percent of the planned level. One of the main reasons for this unsatisfactory 
situation was the failure to provide the enterprise with labor force -- the staff- 
ing with personnel is only 40 percent of the amount required by the plan. An even 








situation arose at the Zhitomir plant for automatic machine tools which was put into 
operation in 1975. In 1976 the level of staffing with labor force amounted to 

only 26.5 percent. The provision of labor resources for the large panel housing 
construction plants in Kupyansk and Lozovaya in Khar'kovskaya Oblast, which were 


put into operation in 1975 and 1974, respectively, amounted to 69 percent and 52 
percent, resepctively. 


And so, in order to insure a steady increase in output-capital ratio, it is first 
necessary to improve the planning of capital investments, constantly improving 
their reproduction, technological and branch structure, to reduce time periods 

for the construction and assimilation of capacities that have been introduced, 

to coordinate the startup of capacities and facilities for nonproduction purposes 
and also the availability of raw material resources, not to allow instances where 
facilities are accepted with incomplete aspects which impede their normal operation, 
to stabilize and improve prices of equipment, to plan the development of produc- 
tive forces taking into account the possibilities of providing the capacities with 
labor, based on efficient loading of existing and newly introduced enterprises, 

to increase the coefficient of shift work of the enterprises, and to increase the 
responsibility for the utilization of each workin”™ position. 


COPYRIGHT: IZDATEL'STVO “RADYANS'KA UKRAYINA", 1981 
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INVESTMENT, PRICES, BUDGET AND FINANCE 


WORKING CAPITAL OF ASSOCIATIONS (ENTERPRISES) IN INDUSTRY 
Moscow FINANSY SSSR in Russian No 9, Sep 81 pp 20-24 


[Article by V. N. Fashchevskiy, candidate of economic sciences: "Industrial Asso~ 
ciations' (Enterprises') Circulating capital] 


[Text] The circulating capital of socialist industrial enterprises and associations 
constitutes a significant part of the country's national wealth -- 132.5 billion 
rubles at the beginning of 1980. Since the time of the implementation of the eco- 
nomic reform in industry (1966) it has increased 2.5-fold. Therefore increased 
efficiency in the utilization of circulating capital is an important national eco- 
nomic problem. 


USSR industrial ministries are obligated to develop and, in coordination with the 
USSR Ministry of Finance, to establish economically substantiated normatives for 
circulating capital for production associations (enterprises), and under the Ele- 
venth Five-Year Plan to bring the amounts of the internal circulating capital of 
associations (enterprises) in line with the normatives. These measures are in- 
tended to increase the motivation of economic agencies to utilize circulating 
capital better and to economize on material resources. Let us examine the elements 
from which circulating capital is formed and how their ratios have changed over a 

a number of years (see table). 


Thus in the dynamics the proportion of circulating capital in the sphere of pro- 
duction is increasing, and in the sphere of circulation it is decreasing. In or- 
der to increase the efficiency of production it is necessary to advance the largest 
possible proportion of circulating capital directly to production. The planned 
nature of the economy makes it possible to get by with a considerably lower norm 
for commodity stocks than is necessary in a capitalist economy, which, from the 
national economic standpoint, represents significant savings. Therefore there 

must be a larger proportion of internal production elements, that is, incomplete 
production, in the structure of industrial circulating capital, and there should 
also be greater expenditures for future periods. This tendency exists in prac- 
tice. There should be a corresponding reduction in the proportion of production 
stocks and also residual prepared products and other elements of circulating capi- 
tal in the sphere of circulation. But in reality one observes an increase in the 
proportion of production stocks that are in the warehouses of the enterprises, 
which is brought about largely by shortcomings in material and technical supply 

and also the poor motivation of the enterprises to liquidate surplus and unnecessary 
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stocks. The enterprises frequertly exaggerate the need for materials. Thus in 
1979 at the VNIIelektroprivod plant they ordered about 6 million rubles' worth of 
batching items while the need for them amounted to a total of 3.3 million rubles’ 
worth. The stocks that were formed in a number of areas that were inspected ex- 
ceeded the annual need. The situation is similar at other enterprises as well. 


The inadequate amount of attention paid to correctly organizing the handling of 
materials causes the enterprises' circulating capital to circulate more slowly in 
many cases. Thus in the Moscow industrial enterprises the turnover of normed 
circulating capital had not increased significantly in 1979 as compared to 1978. 
The transfer of some of the stocks of commodity and material values from the ware- 
houses of industrial enterprises to the warehouses of supply and sales organiza- 
tions, with a small volume of consumption, would have made it possible, in our 
opinion, to avoid having surplus stocks and to improve the organization of ware- 
housing. 


During 1950-1978 the proportion of prepared products and funds on the books in 
industry decreased as a result of the reduction of stocks of prepared products 

at warehouses. This was brought about by the increased specialization of the en- 
terprises (and, consequently, the reduction of the products lists and the time for 
selecting it in the correct assortment before dispatch) as well as the establish- 
ment of permanent ties as part of the production cooperation, and also as a result 
of the application of a more efficient system of shipments and the reduction of 
1sabilities, which were brought about by improvement of the forms of noncash ac- 
counts and the strengthening of payment discipline. 


Many industrial enterprises and associations have significant reserves for increas- 
ing the efficiency of the utilization of circulating capital and accelerating its 
turnover. Thus eliminating factors that cause circulating capital to be with- 
drawn from circulation for purposes not envisioned by the financial plan (immo- 
bilization) and also above-normative stocks of commodity and material values is 

an important area for strengthening autonomous financing, since this makes it 
possible to observe the principle of directed utilization of circulating capital 
and prevents it from being frozen. For example, the Moscow Electromechanical 
Engineering Plant imeni Vladimir Il‘ich immobilized 7.8 percent of the normative 
for circulating capital in expenditures that were not covered by special funds 

or special-purpose financing and also extra payments to the bank for amortization. 
In 1978 above-normative stocks of commodity and commercial values reached 2.5 
million rubles or 20.7 percent of the normative, and surplus and unnecessary 
material values reached more than 1 million rubles. 


In Moscow industrial enterprises as a whole the above-normative stocks for which 
Cosbank credit was not extended amounted to 10.1 percent of the normative at the 
beginning of 1980. They had increased by 19.8 percent as compared to the figures 
for the beginning of 1979, while the production program had increased during the 
year by 3.7 percent, normatives for circulating capital -- by 6.4 percent, and 
actual residuals of it -- by 10.8 percent. Production stocks comprised the larg- 
est proportion (68.5 percent) of the above-normative stocks for which credit had 
not been extended. 
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In our opinion, it is necessary to increase the incentives of the enterprises and 
associations to utilize circulating capital more efficiently. But this must be 
organically combined with improvement of the utilization of fixed capital and in- 
creased labor productivity. It is necessary to improve the stimuli for increasing 
the efficiency of the utilization of the entire mass of resources. It seems to us 
that one should more extensively utilize the indicator of turnover of circulating 
capital. It would be expedient to recommend to production associations that they 
establish indicators of turnover for individual production units. Since the major- 
ity of them do not sell products independently, the turnover must be established 
on the basis of the output of products. And if the production units included in 
the associations sell the products, the turnover should be calculated on the basis 
of the sales volume. 


It does not seem possible to motivate the enterprises and associations to improve 
the utilization of circulating capital without improving the utilization of fixed 
capital and increasing labor productivity, and therefore it would be expedient 

to evaluate the activity of individual production units on the basis of a system 

of indicators that reflect the degree of utilization of resources (labor produc- 
tivity, output-capital ratio, and turnover of circulating capital). This will con- 
tribute to strengthening intra-association autonomous financing and increasing the 
efficiency of industrial production. 


The indicator of profitability and also the collection of payments for fixed pro- 
duction capital and normed circulating capital give a certain amount of motivation 
to the collectives of enterprises and associations to utilize circulating capital 
efficiently. Still, when calculating profitability not all circulating capital, 
but only normed circulating capital is taken into account, and the latter does not 
include stocks created with Gosbank credit or credit liabilities to the suppliers. 
Moreover, the indicator of profitability does not contribute to purposeful utili- 
zation of circulating capital -- when it is calculated, one does not pay attention 
to the part of circulating capital which is actually in economic circulation in the 
enterprise's basic activity. And this is very important since circulating capital 
that is withdrawn from circulation for other purposes essentially ceases to be 
circulating. Finally, the indicator of profitability stimulates mainly efficient 
utilization of fixed capital, since the amount of the latter exceeds several-fold 
the value of circulating capital that is used when calculating profitability. The 
indicator of payments for funds has a similar peculiarity. 


One should also keep in mind that profitability and payment for funds, since they 
affect the collective of the enterprise as a whole, do not adequately stimulate 
workers of individual production units, on whom the efficiency of the utilization 
of circulating capital largely depends. Therefore turnover reflects the efficiency 
of the utilization of circulating capital more fully and reliably than other indi- 
cators do. It would therefore be expedient to increase its role, utilizing this 
indicator for evaluating the activity of production units that comprise the asso- 
ciation. Although supply, sales and financing are centralized for the association 
as a whole in many cases, the utilization of turnover to evaluate the activity of 
production units can undoubtedly contribute to increasing the efficiency of pro- 
duction. Improvement of material and technical supply, the handling of sets of 
items and prompt delivery of material values are very important for accelerating 
turnover. 
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The fulfillment of contractual commitments to the consumers is taken into account 
when evaluating the fulfillment of the plan for product sales by the enterprise or 
association. Failure to fulfill these commitments leads to a reduction of the 
sales volume (even though the sales plan as a whole may have been fulfilled), and, 
consequently, to a reduction of deductions into incentive funds. Moreover, the 
supplier must pay a fine to the consumer -- up to 8 percent of the value of the 
products that have not been delivered. 


In order to increase the material responsibility of the associations (enterprises) 
for the observance of contractual commitments and prompt delivery to the consumers 
of products of the necessary assortment and quality, sanctions envisioned by law 
or the contract for violation of contractual commitments concerning the delivery 
of products are mandatorily applied without reciprocal deductions. This will un- 
doubtedly contribute to strengthening contractual discipline. 


Various opinions about the amounts of sanctions for violations of conditions of 
contracts have been been expressed in economic literature. At the present time 
fines for violations of contractual commitments amount to no more than 3 percent 

of the sum of the enterprises' profit, and therefore they do not exert the necessary 
influence on the results of the economic activity of undisciplined suppliers. It 

is suggested that the fines be set to equal the full volume of losses sustained by 
the consumer and that they be paid taking into account the losses in subsequent 
stages of the functioning of the national economic mechanism. And if the supplier 
cannot pay the required sum, the bank should extend credit for covering such com- 
mitments. 





But one cannot agree with this suggestion. On the one hand, the payment of fines 
by the enterprises, and the more so by the association as a whole, aimost never 
involves the interests of the collectives, especially the guilty parties. On the 
other hand, this will lead to unjustified deterioration of the financial condition 
of the supplier, even if the bank extends credit. After all, it must be repaid 
from some source or other, and interest is charged for its utilization. Moreover, 
Gosbank credit should not be used to cover shortcomings and interruptions in the 
operation of enterprises, since this would lead to a weakening of autonomous fi- 
nancing. 


Detericration of the finarccial condition of che supplier as a resuit of the payment 
of a large sum of fines and penalties to the consumer will inevitably lead to a 
situation where large amounts of credit liability will be used in circulation. 

This will also lead to a situation where accounts with the budget, bank and higher 
organization are more difficult. 


When supplier fails to fulfill plans for deliveries to the consumer under agree- 
ments (even if the plan for the overall volume of deliveries of products is ful- 
fulled), one should, in our opinion, deprive those workers of enterprises who have 
violated contractual commit.ents of their bonuses from the economic incentive 
funds until the delivery plans have been completely fulfilled. This measure will 
motivate the collectives to accelerate the circulation of circulating capital, 
both of their own enterprise and of the enterprises that consumer their products, 
without deterioration of the financial position of the enterprises. This, in our 
opinion, corresponds more to the principles of autonomous financing than does the 
payment of increased fines. 








The problem of material incentives for accelerating the turnover of circulating 
capital must also be solved. The economic effect here consists in that with ac- 
celeration of turnover, part of the circulating capital is released from circula- 
tion, as a result of which the enterprise can produce more products with the same 
amount of circulating capital. It would be expedient to award bonuses from the 
material incentive fund to those workers who have contributed to accelerating turn- 
over as compared to the plan and to the preceding accounting period. 


Before the economic reform in industry, the overall amount of normed circulating 
capital and its individual elements were planned by the higher organization, which 
did not allow the enterprises to maneuver circulating capital, since its distri- 
bution among the various stages of circulation was regulated. Now they determine 
the normatives of reserves of circulating capital indepe lently. Moreover, for 
those items of normed circulating capital for which the Gosbank extends credit, 

it is advantageous for the enterprise to artificially reduce the normatives, and 
they benefit from raising those for which credit is not extended. Thus the Gosbank 
extends credit for reserves as above-normative when they should be financed by the 
internal circulating capital of the enterprise. 


Enterprises and associations are not sufficiently motivated to correctly calcualte 
the normatives of reserves for the various items of circulating capital. And in 
the process of extending credit, Gosbank institutions should devote more attention 
to checking the economic substantiation of normatives for circulating capital, 
both on the whole and for each balance item individually. This will contribute 

to more efficient utilization of credit and financial resources, 


An analysis of a number of machine building enterprises showed that the extension 
of credit for circulation is the main form of credit for enterprises of nonseasonal 
branches of industry, and in many cases it does not contribute to efficient utili- 
zation of circulating capital or prevent the accumulation of above-normative re- 
serves. Inherent in this kind of credit are elements of automation in making pay- 
ments, as a result of which economic agencies are not very concerned about saving 
monetary funds or mobilizing internal resources, which stands in contradition to 
the principles of autonomous financing. 


The main reason for the fact that the actual indebtedness on loans for circulation 
is higher than the control figure for the extension of credit consists in that it 
is possible to withdraw circulating capital into above-normative stocks of commo- 
dity and material values. Thus in the Moskabel' association, as of 1 January 1980, 
this indebtedness exceeded the control figure for the extension of credit by 7 
million rubles or 41.5 percent as a result of above-normative stocks for which 
credit was not extended in the amount of 8 million rubles, which amounts to 24 
percent of the normative. Measures of credit influence applied by Gosbank insti- 
tutions to enterprises that have unjustifiably raised the control figures for the 
extension of credit (limitation of payments on accounts of suppliers from the spe- 
cial loan account to the amounts of incoming profit anc early withdrawal of above- 
plan credit) in a number of cases contributes to reducing above-normative stocks, 
but provides no cardinal solution to the problem. 


Certain economists suggest using credit for circulation for enterprises that are 
operating well. But in many cases enterprises that are fulfilling plans for sales 
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Table. COMPOSITION AND STRUCTURE OF CIRCULATING CAPITAL IN USSR INDUSTRY 
(% at beginning of year) 





Elements of Years 
circulating capital 1951 1959 1966 1971 1975 1976 1977 1978 1979 | 


A. Funds in the sphere of 
production (circulating 








production capital) 55.8 63.4 68.6 68.5 67.9 68.1 69.4 69.2 69.3 
1) production stocks 39.3 46.7 48.3 48.1 47.8 48.3 48.6 48.4 48.5 
of these: 


a) raw materials, 
basic materials, 
outside semimanufac- 


tured products Z0e8 290% Facsd WS BG Fi.F Faced Bark eee 
b) auxiliary materials 8 §4& 84.3 4&7 G2 8.25 8.48 S545 Sie0 
c) fuel, etc. acd See Hea nen Sen. Ses 2st eS oe 


2) Funds used directly in 
production process (ex- 
penditures on incomplete 
output) 16.5 16.7 Wik WG Wii 19.8 WS Wis Ws 


a) incomplete production 
and internal semimanu- 


factured products 14.5 14.6 16.5 16.9 16.7 16.5 17.3 17.4 47.4 
b) expenditures for 
future periods cee os ae ee ee Pe ee ce ee 


B. Funds in the sphere of cir- 
culation (circulating 











capital) 44.2 %.6 36 31.5 32.1 2.9 DEG WS Wel 
1) prepared products 
and commodities 16.3 39.9 Goes Abed LAs5 2Rc9 Wiad AhcS Rhos 
2) other commodity - 
material values 2.3 i084 CS COS C.f CF Ges Os Wis 
3) products shipped and 
services rendered 10.0 i1.4 GF Ss 8 686 Ge 8 Fa 
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Total normed circulating 
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assets 100 100 100 100 100 #100 #4100 @€ 100 ~— = 100 
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and profit and retaining their own circulating capital -—- and it is preceisely 
these that the bank includes among those that are operating well -- accumulate 
considerable amounts of above-normative stocks of normed assets and utilize credit 
for circulation to cover funds that have been withdrawn from economic circulation 
into liabilities, overexpenditures of special funds, expenditures on capital re- 
pair and so forth. All this is practically not reflected in the main indicators 

of the activity of the enterprise or association, which is deemed to be operating 
well. It seems expedient to extend credit for circulation only to those enterprises 
and associations which, while fulfilling plans in terms of the main economic indi- 
cators, regularly, from quarter to quarter, achieve an acceleration of the turnover 
of circulating capital. In this case credit for circulation will not be used to 
create unjustified above-normative stocks or to cover various nonplanned expendi- 
tures either. Credit should be extended to other enterprises through simple loan 
accounts. 


In order to provide for prompt settlement of accounts for products delivered in 
keeping with agreements that have been concluded and to increase the responsibility 
of consumers for the observance of payment discipline, a policy will be introduced 
whereby the acceptance documents will be paid with a planned bank loan when the 
payment is due if the consumer temporarily lacks funds. Enterprises to which cre- 
dit is excended for circulation should be granted loans from special loan ac- 
counts. Upon utilization of planned loans the payment on these documents should 

by made through payment credit that is granted to the consumer. The indebtedness 
from the loan should apply to the consumer. The loan is granted for a period of 

up to 60 days with 5 percent annual interest. If this time period has expired 

and the economic agency has no funds on its books, the unrepaid part of the credit 
is transferred to a defaulted loan account. Subsequently payment credit is granted 
at an increased interest rate (10 percent annually). 


This measure is intended to contribute to strengthening payment discipline in the 
national economy, to improving the financial condition of the enterprises and to 
accelerating the turnover of circulating capital. Bank institutions must step up 
control over the financial and economic activity of the economic agencies, over 
the correctness of the utilization of circulating capital and over the shipment 
of materials to the warehouses of the enterprises. Granting payment credit to 
economic agencies makes it possible for bank institutions to operationally influ- 
ence the level of stocks and to contribute to the acceleration of turnover. 


Increasing the analytical significance of the indicator of turnover of circulating 
capital and planning turnover for individual production units that comprise the 
association and also the association as a whole as calculation indicators would 
make it possible to optimize the level of stocks of normed assets. 
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KLSUURCK UTILIZATION AND SUPPLY 


CHEREASSY CONFERENCE ON RESOURCE CONSERVATION 


Obkom Secretary Discusses Issues 


bhoscow EKONOMICAESKAY.\ GAZLTA in Russian No 37, Sep 81 p 5 : 


{Article by Yu.D, Krushinskiy, secretary of Cherkasskiy Obkom of the Communist 
arty of the Ukraine: “tse More Fully All Resources" ]} 


{Text} A scientific-practical conference, organized by the party 
obkom and the editorial board of FKONOMICHESKAYA GAZETA, was held 
in August in Cuerkassy. Its theme was “Improvement of Complex 
Utilization of 'iaterial, Raw-Material and Fuei-and-Power Re- 
sources, V’erfecting of the Lconomic Mechanism-an Important Di- 
rection for Further Kaising of Efficiency of Public Production 

in the Lipht of the Decisions of the 26th CPSU Congress." There 
are printed below an article by Yu.D. Krushinskiy, second secre- 
tary of the party obkom and a report on the conference. 


The course worked out by the 2Zoth CPSU Congress in the field of economic policy 
proposes increased orientation in the direction of more effective utilization of 
resources, a thrifty attitude toward raw materials, fuel, power, fixed capital and 
labor resources. Tue core of economic policy, L.I. Brezhnev pointed out in a re- 
port at the congress, is something that would appear to be simple and quite ordi- 
nary--a proprietary attitude toward the common good and the ability to utilize 
fully and purposefully everything that we have. 


On Goal Pro,;rams 


A qualitatively new form in the drive to bolster the regime of economy and thrift 

in accordauce with the decisions of the 26th CPSU Congress and measures for per- 

fecting the economic mechanism is development of comprehensive goal programs. Our oblast 
programs constitute a composite part of republic programs. They are intended for 

the accomplishment of measures on economy with high end results during the current 
five-year plan, They include especially the program “Utilization of Metal." 


It is intended to accomplish a complex of measures for raising efficiency in the 
use of rolled metal as a basic raw material for machine-building and metal-workine 
enterprises. Thus, there is envisaged a reduction in metal intensiveness of manu- 
factured products in the process of planning, the adoption of low-waste or no-waste 
teclinology because of better cutting and mechanical working, broader adoption of 
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sucit forms as stamping, precision casting welding and the use of metal substitutes. 
There is also planned the use of new methods of anticorrosion protection of metals 
and reduction of losses during their storage. The program provides for the oblast's 
euterprises lowering norms of metai expenditure by 10-15 percent and attaining a 
higher uce factor for it in the amount of 0.75 in 1985 as opposed to 0.6 in 1980, 


The importance of this program is difficult to overestimate. At the present time 
macline-building and metal-working enterprises consume in a year more than 176,000 
tons of metal. ‘The saving of only one percent of it is the equivalent of annual 
use by sucii an enterprise as Kamenskiy Machine-Building Plant. 


A part of the problems of reducing such an expenditure depends on the enterprises 
themselves where defective output still occurs in foundry shops and in working of 
parts by cutting. We are determinedly fighting against this. But the main thing 
is the need to significantly raise the technical level of production, to compete 
for progressive norms of reduction of metal intensiveness and to strengthen ties 
with science. Then changes will come. This is borne out by the experience of 
Uman'fermmash Association, which created in cooperation with the scientific-research 
institute and design bureau of the sector a number of economic high-production ma- 
chines with good characteristics that are lipht in weight. In recent years, the 
collective saved 19,000 tons of rolled metal and still is not satisfied with what 
has been achieved. A poal has been set of modernizing all series-production ma- 
chines and reducing their size by no less than 7 percent. Good examples of metal 
savings are to be found at Monastyrishche Machine-Building Plant. 


At the same time, the oblast party organization sees metal saving reserves and bet- 
ter use of wastes. Each year approximately 2,000 tons of metal wastes are used in 

the production of consumer goods. This is severalfold below the possible level. 

We see as the way out through the organization of certification of wastes and manu- 
facture of such products where they are used more fully. 


We, incidentally, have the possibility of increasing the share of use of other 
wastes in the production of consumer goods. Thus, at Cherkassymebel' Association 
only 4,300 cubic meters ere used of the obtained 31,000 cubic meters of pieces of 
wood remnants. At enterprises of the meat industry, only a small portion of the 
hor and small pieces of bone go into the production of souvenirs. Enterprises of 
local industry in the production of consumer goods do not make adequate use of clay, 
willow and a number of other forms of cheap materials from local raw materials. 


To ensure better utilization of metal and other forms of raw and other materials, 
enterprises have concluded 300 contracts with scientific institutions, and the sit- 
uation will be improved. 


Much attention is being devoted to the introduction of Trud and Sakhar goal pro- 
grams. Tne Trud Program provides for a reduction during the five-year period of 
scope of manual operations by 11 percent, which will in an economy of the labor of 
more than 13,000 persons. This will make it possible to increase production volume 
without increasing the number of workers. 


the Sakhar Program plans the development and actualization of a complex of measures 
concerned with intensification of production output, beginning in the fielc ard 











euding with the processing industry. ‘The purpose of the program is to ensure an 
output of 37-38 quintals of white sugar per hectare of planting with minimal 
outlays. 


The Search for keserves--Under Control 


Mucii in economies of resources depends on the level and style of management. Mis- 
management at individual enterprises in particular leads to unfounded overexpendi~ 
ture of resources, ‘thus, despite peneral favorable results in the oblast, 52 enter- 
prises have failed to fulfill their targets for the seven months in savings of 

power while 35 enterprises exceed the consumption limit by 330,000 kilowatt-hours. 


How to best take advantage of available reserves? A complex of measures has been 
worked out in the oblast on replacing obsolete equipment and obsolete technologies 
for the purpose of saving of power; norms are being improved in regard to power 
consumption at enterprises, construction projects and in transport. 


Unfortunately, some republic ministries and departments are not adequately mobiliz- 
ing collectives for a drive for savings of electric power and heat resources. Thus, 
recently, the UkSSR Ministry of the Food Industry provides the leading enterprise of 
the Cherkassy Agricultural-Production Association of the canning industry with the 
same specific power expenditure norms per unit of production. The UksSSR Ministry of 
Timber and Wood Processing Industry lowered specific norms for the head Cherkassy- 
mebel' enterprise for a number of products with a higher than 1979 level. Such a 
practice cannot be called normal. 


In the oblast, a complex of measures is being introduced for boosting the use of 
secondary and accompanying resources. As a result of putting heated water into 
use, a saving of 10U,U00 gigacalories was attained in the first six months. In 
tlhe development of measures for the use of secondary and concomitant resources on 
a large scale, people's-controlpostsa and groups, city and rayon commissions for 
economy are taking an active part. 


At tle same time, certain enterprises and organizations frequently do a poor job 
of bringing secondary resources into operational use. Significant shortcomings 
exist in planning and stimulation of their use. I shall cite some instances from 
the work of construction-materials enterprises. Here losses of secondary heat 
annually mount to more than 3,500 gigacalories, But management and the party or- 
ganization has not taken effective steps for their utilization, 


Calculations show that savings of only one percent of cement at construction sites 
would make it possible to produce enough additional reinforeed--concrete construc- 
tion components for 2U0U apartments. Builders often complain of interruptions in 
the supply of cement for them. Hut the fact is that many reasons depend on us, 
For example, cases may occur where the cement is spilled, wet or lost in shipment, 
Such cases are not alwavs brought up for discussion at workers’ meetings or at 
brigade councils. 


Wide-scale adoption of tie brigade contract, improvement of cost-accounting rela- 
tions, introduction of effective incentives and establishment of close ties with 
motorist and railroad men would make it possible to install order. Socialist com 
mitments provide in the current year alone savings of 6,000 tons of cement, 
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The party obkom is concerned about the serious lag in the fulfillment of targets 
and commitments on economy of boiler-furnace fuel, timber and gasoline. The 
reasons are weaknesses in accounting, norm setting, control and imperfections 
existing in systems of material incentives at enterprises. 


For tue elimination of tuese causes, the party obkom first of all directs party or- 
ganizations and lavor collectives. There is being studied in particular the exper- 
ience of Aksay workers in revision of norms of expenditure of material resources, 
which was written about in No 16 of EKONOMICIESKAYA GAZETA, adoption of the method 
of imepropetrovsk workers who developed a complex system of raising production qual- 
ity and the economic use of resources, The experience accumulated by leading enter- 
prises is being increasingly widely used. | 


Compe tition--Broad Scope 


The party obkom sets the task for the current five-year plan of achieving an all-out 
rise of economic results of management and fuller use of intensification factors in 
industry, at construction projects, in transport and in other sectors, 


We have to increase by no less than 22-24 percent production output with a consid- 
erably smaller increase in the amount of materials and power used. As shown by the 
practice of leading collectives, this will require first of all an all-out arming 
of cadres with a knowledge of the basics of economics and inculcation in them of 
the ability of managing the economy. 


The Cherkasskaya Oblast Party Organization proceeds in the practical solution of 
problems of economy and thrift from the fact that the greatest success can be as- 
sured through the use of a complex of measures and through a systems approach to 
establisuing organizational work locally. We include in this svstem first of all 
propaganda and introduction of advanced experience accumulated in this. Party com 
mittees direct specialists and workers to improve norm setting as the basis for 
working out and realization of state plans. Progress in seeking of reserves is 
regularly discussed at conferences of the party management aktiv of the oblast, in 
cities and rayons and at workers’ meetings. 


The complex of measures provides for the holding of inspections-competitions re- 
lating to raising of production efficiency, improvement of the technical base and 
teciunology at enterprises and the use of progressive materials and development of 
uew products that make it possible to reduce metal intensiveness and power inten- 
siveness per product unit and its cost under the condition of higher production 
quality. 


At enterprises there is practiced the study of advanced experience in the economic 
education network and at scientific-practical conferences. Thus, the conference 
held toward the end of August was devoted in particular to the improvement of forms 
and methods of organizational work for improving the complex use of material, raw- 
material and fuel-and-power resources, Its recommendations were approved by the 
bureau of the oblast party committee, 


we attach major importance to involving the masses in the development of counter 


plans. In the Cherkassy area, the silk combine is the initiator of this movement, 
liere raids and inspections are regularly conducted. Workers at the enterprise 
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contribute many proposals, which receive engineering support. As a result, raw and 
other materials and power are systematically economized, labor outlays are reduced 
per product unit through the development of progressive methods of maintenance of 
equipment. Thus conditions are created for adoption by the collective of targets 
above control outlines proposed by the ministry. And these plans are being imple- 
mented. In the course of the last year and the beginning of the present one, 69 
tons of raw materials were saved, which made it possible for the silk combine to 
produce an addtional 350,000 meters of fabrics. The experience deserves support 
and development. 


Nonetheless counter planning locally is not always carried out in full measure. 
Moreover, recently the number of enterprises adopting such plans for volume of 
Sales has been significantly reduced. Whereas in 1980 they numbered 8, this year 
the figure is only 5, The number of enterprises adopting counter plans for growth 
of labor productive is one-third that of 1980. 


The fact is that certain ministries do not establish counter plans for enterprises, 
citing shortages of raw and other materials, but the fact is that supplementary 
targets can be assumed for raising indicators of production efficiency and quality, 
economy of resources as is being done by the silk combine. At the same time, our 
management leaders and party organizations frequently quite timidly raise ques- 
tions before superior organizations relating to raising of plan indicators, moti- 
vated by the fact that no support exists "above." 


In May of this year, at a number of enterprises an investigation was held of the 
reasons responsiole for hindering the adoption of counter plans for 1981. Analysis 
of the findings showed that this is to be primarily explained in most cases by 
playing it safe and the desire to work calmly without stress. This is clearly shown 
by the fact that completed plans, for example, at the production-agrarian associa- 
tion of the canning industry and the oblast fish combine were significantly exceed- 
ed in the first half of the year. It is clear that management leaders here wder- 
esimated the role of counter planning in mobilization of reserves and continue to 
work as of old. 


The possibilities of economy of electric power, gas, water and steam at work places 
and in brigades are frequently “undercut” by the lack of strict accounting; instru- 
ments of control have been established as a rule for the shop and the wing. Absence 
of personal responsibility for expenditures does not promote broad development of 
competition and the increased use of cost-accounting principles in brigades. 


As borne out by the experiences of the CEMA countries, particularly the GDR, it 
stiould be added that accounting of outlays should be carried out in each brigade. 
Naturally, this will require an increase in the number of instruments, electric- 
power meters, gas meters, water meters, steam-flow meters. But the expenditures 
for them will be paid back in full and will make it possible to initiate a compe- 
tition for economy on a solid foundation and to increase the interest of production 
workers in thrifty expenditure of resources. 


In the oblast, a review of reserves of economy in all sectors was recently an- 


nounced, It included many thousands of Cherkassy workers. In the course of 
the review, many proposals were received. To a large extent thanks to this, 
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during the eight months products were sold above plan in the amount of tens of mil- 
lions of rubles. ‘The targets for growth of labor productivity wege met. We must 
see to it that the upsurge in political and labor activity of the masses at the 
start of the five-year plan is bolstered and multiplied by acceleration of technical 
progress, expansion of the search for reserves, stronger economic training of work= 
ers and specialists. This will be the answer of the oblast's workers to the deci- 
sion of the 26th CPSU Congress on further raising production efficiency and 

tuming to a primarily intensive path of development. 


Report on Congress 
Moscow ERKUNOMICHESKAYA GAZETA in Russian No 37, Sep 81 p 6 
[Report by correspondent I. Divnogortsev: "Mass Movement for Economy" ] 


[Text] At the scientific-practical conference, there were heard with much interest 
reports by the second secretary of the Cherkasskiy Party Obkom, Yu.D. Krushinskiy-- 
"“Yasks of Party Organizations of the Oblast for Improving the Utilization of Materi- 
al, waw-Material and Fuel-and-Power Resources in the Light of the Requirements of 
the 26th CPSU Congress," the chief editor of LXONOMICIESKAYA GAZETA, A.F. Rumyantsev 
--'"|mprovement of the Lconomic Mechanism and the Drive for Economy and Thrift," the 
nead of a department at the Institute of Problems of Material Science, C.G. Cnesin 
--"Aciiievements of Science and Technology in the Field of Material Science and Prob- 
lems of Introducing into Practice New Materials," the head of a department of the 
Scientific-Research Institute of Economics under Gosplan UkSSR, A.M. Nevelev--"Econ- 
omic Problems of Keduction of Material Intensiveness and Power Intensiveness of 
Production." At the conference management and party leaders, economists, brigade 
leaders spoke and generalized the experience of labor collectives, disclosing ways 
of efficient utilization of all forms of resources for the purpose of successful 
fulfillment of the targets of the five-year plan. 


The Effect of Initiative 


"A very important condition in the struggle for economy and thrift is the develop- 
ment and realization of counter plans," the director of the Cherkassy Silk Combine, 
k.M. Pechalov, said. 


Proposals that are received are defended at workers’ meetings; technical and econ- 
omic services together with innovators of production are working out measures for 
their fastest possible realization. An increasingly major role is beginning to be 
played by creative brigades; they include workers and specialists. 





Tuanks to this conditions were created at the very beginning of the five-year plan 
at the combine for all-out intensification of production. During the first six 
moutius, the volume of commodity production grew by almost 1.7 million rubles with 
practically no increase in the funds of material and technical supply. 


the effect of the combine's counter plan may be significantly increased if the 
same care is used in the development of similar plans by the collectives of sub- 
contracting enterprises providing raw and auxiliary materials in accordance with 
the technology in effect at the combine. 
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Collectives' initiative in management's shift to the intensive path of development 
has been largely due to the work of permanently operating production conferences, 
fhe conference's work experience was disclosed in a speech by the chairman 

of the permanently operating production conference of Cherkassy Azot Association, 
N.A,. Kislitsin: 


“At our enterprise, with the aid of activists of the permanently operating produc- 
tion conference, personal accounts of savings were introduced on the exammle of the 
North Don Azot Association and proposals were developed which provide for accounting 
at work places of saved raw and other materials. Personal accounts are used in the 
work of 119 machine operators; they have reduced wastes and brought into operational 
use resources worth many thousands of rubles, 


"Still the point has not been reached of mass prevalance of efficiency accounts. 

It is tindered by the absence of a sufficient number of instruments for accounting 
of expenditures of resources, and production and technological discipline is weak 
in some sectors. At the same time, the realization of a significant number of the 
most important measures proposed by the permanently operating production conference 
is not being controlled. 


In the course of the first half of the year, the association's workers and special- 
ists contributed hundreds of proposals with an economic effect of 2.4 million 
rubles. It is important for their implementation to introduce the necessary order 
in the work of adoption of recommendations of the permanetly operating production 
conference. Fulfillment of the recommendations should be kept track of by heads of 
enterprises without the passing on of the control functions to other officials." 


"The job of increasine intensification of production urgently demands greater con- 
trol over the realization of a regire of economy and thrift directly in brigades. 
The fact is that tiie collective firm of labor is going to become basic during the cur- 
rent five-year plan," said a leader of a brigade of borers at the Monastyrishche 
Machine-Haking Plant, N.kK. Boyko. "We get a plan for normative net production, a 
products list in set and also targets for reduction of labor intensiveness and a 
number of others. wut bonuses depend as before solely on one indicator--fulfill- 
ment of production-volume target. Incentives for economy in phvsical resources 
nave not been set. in our view, the cost-accounting indicators, that are set for 
the brigade must also include others such as economy (or utilization) of electric 
power, ra’ and other materials and the like. This directly stems from the decree 
of the CPSU Central Committee and the USSR Council of Ministers on intensifying 
work for economy and efficient use of resources." 


Searcii and Analysis 


Under conditions of wide-scale introduction of intensive methods of management, 
the role of analytical work is iticreased. In this connection, the operational 
level of economic services of enterprises should be boosted to a new notch, 


"Tne use of methods of functional cost analysis (FCA)," the chief economist of 
Smela Hachine-building Plant, K.Ye. Kolomiyets, noted, "will make it possible to 
significantly reduce material intensiveness of production. At one of the new ma- 
chines, wien their output is calculated on an annual basis, for example, 
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expenditures have been reduced by 28,000 rubles, labor intensiveness--by 5,800 norm 
aours, and savings of aot-rolled metal amounted to 35.7 tons." 


The FCA method is not new, but it has been little developed at the oblast's enter- 
prises, One of the reason is an inadequate knowledge locally of the procedures in- 
volved in performing it and weak activity on the nart of economic services of 
enterprises, sectorial institutes and ministries. 


"Tne Ministry of Machine building for Light and Food Industry and Household Appli- 
ances issues a target for plants for reducing outlays of materials in percent of 
actual outlays as a wiole rather than for specific products," said the director of 
Chuerkassv Plannine-and-Desi~n Technological Institute, P.A. Pedenko. "But the 
fulfillment of such targets by enterprises is essentially attained through one-time 
orders and newly introduced products with lower material intensiveness. Series 

’ products provide an insignificant economy of metal, and more often than not its 
expenditure remains at the same level." 


For broader use of FCA, it is essential to obligatorily include it in the arsenal 
of methods of every enterprise, to develop technical documentation on its basis, to 
create standard procedures of conducting analvses in sectors. It would also be ad- 
visable to work on the question of obligatory periodic conducting of FCA for pro- 
ducts which are series produced. For the introduction of the FCA method, it evi- 
dently would be worthwhile to provide material incentives from funds obtained as a 
result of the savings. 


"In the drive for economy of electric power, the organization of continuous control 
in shops and in sectors is of very great importance," noted deputy chief of the 
Cherkassy office of the State Inspectorate for Power Engineering, V. N. Saley. “At 
the chemical-reagent plant, workers at the department of the chief power-engineer- 
ing specialist and economic services are perfecting with the aid of specialists 
from our office power-consumption norms. They are being lowered from year to year; 
a journal is kept for keeping track of violations according to subunits; its data 
are taken into account in the results of the intraplant socialist competition." 


There may be included among those who do not economize on power Cherkasszhelezo- 
beton Association. Power consumption plans here are compiled without careful 
technical-economic calculations and control is not exercised over its use by the 
management and social organizations. 


Ihe chief of the economic planning department of the oblast association of the 
bakiny, industry, T. V. Chepa, dealt in his speech with problems of development of 
mass forms of the search for reserves. At enterprises, work on revision of norms 
of expenditure of grain products was put under the control of the public; a com- 
plex system of quality control is being introduced, and a nonpackaging method of 
transportation has been developed, which reduces losses of flour. Savings of flour 
exceeded the total of 2,200 tons. 
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[Inculcation of Thrift 


"Creative initiative and a conscientious desire to work productively and thriftily 
do not come of themselves. They must be inculcated," the partkom secretary of the 
chiemical-fiber plant, A.A. Petrenko, said. "One effective wav is involving active- 
ly workers in the solution of arising problems, boosting the effectiveness of the 
permanently operating production conference, different conmissions, groups and 

posts of people's control." For years tens and sometimes even hundreds of kilograms 
of fiber were wasted at the twining and warpine section. The party group oreenizer, 
warping worker T.P. Pidpal'ko, brought up the question for discussion bv the partv 
group. Communists proposed attaching to novices experienced teachers, introducing 
for brigades personal economy accounts and recommended that specialists keep a daily 
record of the number and quality of semifinished articles. The shop trade-union 
committee set up instruction of young people in progressive methods of work. 


Today the twining and warping section is one of those that are outstanding at the 
plant. Since the beginning of the vear, 2.1 tons of raw material have been saved 
here, which has resulted in above-plan production. 


the secretary of the Cherkassy Party Gorkom, P.M. Popovich, dwelt on questions of 
cadre training. At the oblast center, more than 40,000 workers are studying econ- 
omics. As a result, at enterprises and construction projects, many valuable initia- 
tives have come into being during the socialist competition, workers have started 
to count, analyze and more fully utilize reserves. Take the sugar refining plant. 
Those who study are participating skillfully in the development of counter plans of 
brigades and sections; a plan draft is already being formed for 1982 and strict 
control has been established over norms of expenditure of raw and other materials. 
During the first half of the year there were saved at the plant 113,000 kilowatt- 
hours of electric power, 65,000 tons of conventional fuel and 815 gigacalories of 
heat. 


In the new school year, courses have been set up for the study of economy and thrift 
in the economic education system. It is important to be well prepared for setting 
up the teaching process and to make sure that active use is made of the knowledge 
acquired in life by students. 


The ciuairman of the Cherkassy City People's Control Committee, V.J. Sizonenko, di- 
rected the attention of the conference participants to the need for involving a 
broad aktiv in the search for reserves and working for more effectiveness of checks. 
here and there things are not going well in this connection. For example, at the 
motor-veliicle repair and assembly plant, the oblast consumer-cooperative system 
makes miscalculations in the use of materials, the tool service is neglected and 
cases of loss of funds and resources have been revealed. Patrols have directed at- 
tention to deficiencies. but. the director, A.N. Shaposhnikov, waved away recom 
mendations. Measures were adopted only followinp intervention by the city people's 
control committee. 


brigade leader of SMU-27 V.I. Taranenko was criticized for defects in the orpganiza- 
tion of the bripade contract. 


"The builders are introducing the brigade contract," he said, "they are taking 
steps for fuller utilization of time and allocated resources; they have concluded 
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contracts with the management of the construction and installation administration. 

the suppliers of construction materials seem to be left on the side. It is neces- 

Sary to introduce order in the conclusion of contracts for deliveries among all the 
participants of the construction operation." 


"For several years; the chief engineer of Khimstroy-l Construction and Installation 
Administration, V.A. buzovskiy noted, "our carpenters and concrete workers have 
tested different kinds of molds. The most useful has been found to be the box- 
shaped mold made from water resistant plywood. We have accumulated a lot of ex- 
perience of its use. Calculations show that it is six- to eightfold more economical 
than the usual panel-type. The fabrication of such a mold can be initiated at 
woodworking combines." 


Discussion at the conference on the most important problems of economy of resources 
and the developed recommendations will make it possible for party organizations and 
labor collectives of the oblast to intiate a mass approach to economy and thrift 
and to fulfill the decisions of the 26th CPSU Congress on putting the economy on 
primarily an intensive path of management. 
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